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Hon. J. M. Faulkner, Opinion No. V-483
Banking Commissioner,
. Austin, Texas Re: Eligibility of the
State Treasurar to act

Attention: as trustee for a corpor-
Mr. H. L. Bengston, ation 1ssuing securities
Deputy Banking Com- under Article 1524a
missioner. (V.C.5.) Construetion of

a proposed trust agree~

ment, and agplicabilitg ‘

of Article 696 of the Re-

vised Civil Statutes.
Dear Sir: .

Your request for an opinion upon the abo%e
captioned subject matter 1s as followe: :

"The Sam Homston Underwriters, Inc.
of Houston, Texas 1s a domgstie corpora-
. tion having been granted a charter by the
Secretary of State on July 3, 1947, with
Sub-Section 49 of Article 1362, Raviged -
Civil Statutes of Texas, as its purpose
clause and, by virtue of satd povwers, it
1s under the general supervision of this
Department in accordance with the provis-
ions of Article 1524a, Revised Civil Stat-
utes of Texas, -
"Said corporation novw proposes to
issue and sell to the general public¢ a
fifteen-year Maturity Underwriters Bond
subjeect to the provigions of Section 7 of
Artiecle 192ka, Revised Civil Statutes of
Texas, which providas for collateraliza-
tion of all outstanding bonds, notes, cer-
tificates, debentures and other obligations
sold in Texas by securities of the reason-
able market value equalling at least at all
times the face value of such obligations,
which securities shall be placed in the
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hands of a corporation having trust
powers approved by the Banking Commis~
sioner of Texas, as Trustee, under a
trust agreement or at the option of any
such corporation which sells in Texas
such obligatlions as heretofore referred
to, such corporation may, upon applica-
tion to and approved by the Banking Com-
missioner, depesit securities with the
State Treasurer of Texas under a trust
agreement in lieu of such deposits with
a Trustes as set forth hereinabove.

A "Subjeet corporation has submitted
_ for the Commissioner's approval its trust .
indenture naming the State Treasurer as
Trustee, together with a specimen of the

bond or obligation which it preposes to
Sell. We enclose said instruments and, -
in connection therewith, the follewi
questions are submitted for your opiniont

. "1, Are the terms and conditions
of the trust inderture such as to
wvarrant the approval thereof by

.. the Bankling Commissioner?

"2, Would the State Treasurer, by
virtue of his official capacity, be
eligible to act as Trustee under

the terms of the submitted trust in-
denture?

*3, Is the gropbsed bond consider- - -
ed to be in legal form and does 1t
come within the class of instruments

or obligations mentioned in Section

7 of Article 1524a, Revised Civil
Statutes of Texas? If so, would the
provisions of Article 696, Revised

Civil Statutes, also apply?"

We do not approwve the form of agreement pro-
posed by Sam Houston Underwriters, Inc. with the State
Treasurer. The rights, 1iabilities, duties, and the lilke
of the parties are statutory and fixed as a matter of law,
and any attempt to restate them, explain them, or affect
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them one way or the other tends only to confusion and
serves no useful or necessary purpose.

A short, formal instrument executed by the
Corporation, reciting the desire to make deposits of
collateral with the State Treasurer in virtue of the
applicable statute, is all that is necessary, since
the law itself wili be read into the act or agreemant
of deposit and the Treasurer has no authority to makes
any agreement whatsoever other than those contemplated
by the statute itself. : ' ‘

This answers your questions 1 and 2,

- " In fespect to your question 3, we beg to
ugviso that Section 7 of Artiele 152ke (V. C. S.) pro-
vides: .

"Al1l bonds, notes, cortificates, de-.
bentures, or other obligations sold in
Texas by any corporation affected by a pro-
vision of this Act, shall be secured by se-
curities of the reagonable mrket value,
.equalling at least at all times the face

. value of such bonds, notes, certificates,
debentures, or other obligations."

The language "or othar obligations” means
the direct obligation of the corporation like the par-

ficular instruments mentioned. -

It will be seen from an examination of the
specimen bond accompanying your request that an sssen-
tial part of the purpose of the sale of bondes is to
sell to the purchaser twenty-five fully paid, non-as-
sessable shares of Class A capital stock of the company.

Obviously, the shares of the capital stock
of the company constitute no direct obligation of the
company. We are therefore constrained to hold that the
bond is nct such bond or obligation of the company as
comes within the cliass of instruments or obligations of
Seaction 7 of the statute. To hold it to be such an ob=
ligation would be to extend the scope of the power giv-
en to the company bteyond the plain language of the stat-
ute.
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SUMMARY

N a

-

An extended trust agreement between a
corporation operating under Article 152ka,
(V.C.S.) and the State Treasurer is not to
be approved, The rights, 1liabillities, pow~
ers and duties generally of both parties are
fixed by the statute itself, amd a formal,
brief agreement indicatin %hﬁ purpose of
the company to make deposits with the Trease
urer in pursuance of said article is suffi=
Cient-

The specimen bond submitied is not .
such bond or "“other obligation” awmthorized
or required by the statute to ds collateralw
ized since a substantial portion of the ob-
ligation 13 the selling by the coyporation
to the subscriber of paid up shares of its
capital stock, which is not a direct obliga-
tion of the corporation,

Yours very truly,
' ATTORNEY GENERAL OF TEXAS

Ocle SpaNer
0Stwd Assistant

APPROVED ¢
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